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.Nonfaculty salary (instructional support) costs ^cr 
Montana State University (WSO) are exanined .w^th specif ic .refer ence ' 
to IJie adequacy of the 25 percent nonf acuity salaryNtllowance for ' 
other Cos^s^ Two concepts are exa^ainedr nonf acuity '^salary expJ^'nses 
within the instruction^'Frograa (direct irstructional support costsj . 
and both direct support costs as well as, indirect costs (total 
instruct ional support costs). Figures from financial reports for 1968 
through 1978 of HSU for bo^h direct and indi^ct . cost6 are provided 
9S Veil as figures froia f cur other coiparison universities. .Direct 
instructional suppbrt costs/ at HSO vary between UO and 55 percent of 
fa<5uity salaries. The total( .institutional support costs averaged 
about 125 percent of fa^culty .salaries. It is suggested that there is 
a neod to provide more faculty salaries to mejet increased en'rollnent. 
It ij; emphasized ,that support costs that* are nat at least equal to 
the udded f ac ulty salaries cannot sustain MSG .instruction at its 
Curri^nt level of operation. "Appended are : financial statistics *fqr < 
B^O; ^nd "direct instructional suppoirt: costs for FY. 1976 to 1977 for: 
NortJl Dakota^'State-OiTiversityr South Dakota State University; New 
Mexicp State Oufversityr and , University of New Mexico.' (SF) 
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INSTRUCTIONAL SUPPORT COSTS RELATED 
_ TO FACUtTY^SALARIES 



ABSTRACT [ . 



^^nrollment growth t)ey6nd that for which funds were budgeted has 

^ated a financial hardship for the current bienn-ium tor Montana, 

//ktate University, 6ecause of this enrollment increase, additional 

funds for faculty salaries have been recomnended with an add-on of 

/ ' ' 

25% of these faculty salaries to cover other costs. 

\ . ; 

This report examinpP^the adequacy of the. 25% nori-faculty salary 
allow^ihce for other costs. ' . 

\ - ■ . , ■ ^ ^ • 

CONTEfiTS - ^ • 

— ^ V ^ • • / ■('■ 

Introduction ' 
'^Direct Iastructio;ial. Support Costs*'. 
"Total Instructional Support Costs" 
Consideration of Average ^vs. Marginal Costs 
Conclusion ' * » 

APPENDIX: i)ata Sources 



INTRODUCTION i 

The Morvtana; State University accounting system consists of the followii^g 
major divisions^ji accordance with standard national practices.* 

EDUCATION AND GENERAL . ^ 

Instruc^tiorf (e.g. , faculty salaries, secretarial support, office suppi ies) 
ReseaircSh .(-^'.q''. faculty; research projects) 
Publijc;'Servijce (e.g. , community services) 
Academic Support (e.g, , 1 ibrary, dean's offices) # 
StudentVServices (e.g., registrar's office) " ^ V 

Inis^itutional Support (e.g., general administration) 
\ Phy.$jcaT ;P1ant (e.g., heating, maintenegice) 
-Sbholarships and Fellowships 



Alg.fl£;«RY' ENTERPRISES (e.g., dormitories ,■. food services) 
-DESIfiNAiED. (e.g-. , motor pool , computer center...) 
MANDATORY TRANSFERS (e.g., retirement of bonds) ' 

*^ •",*•'.■'»■.■ ' * 

^ Facqjlty salaries are the major component (usually 70%) of the Instruc- 
tion PrbOram listed under the Education and General section. This repor*: 
highlighi^s two different concepts of the non-faculty salary (instructional 

support) costs. , . 

■ ■ ' » * 

First, one might consider only non-f\cuUy salary expenses withi^ the 
Imtrux:tion Program. This 30% of the instructional-budget is exper/ded for 
Items such as secretarial salaries , office. supplies, travel, guest ^ • 
leeturers^ arid salaries of department heads.* For this report, these 
expenses will be called "direct instructional support costs". 

■ ' ' ■ ' 

) 'I ' Assume that an academic unit has a normal operational ^^e1 q/ $70,000 
i in fcjcuUy salaries and $30,000 in direct instructional support cos^s. 
• Fiirther as.ufne that a 10% enrolment increase justifies increas'^ng the 
faculty salary budget by 10% or $7,000. An additional 25% support cost 
Allowance would provide $1,750 (,25 X $7,000) for increased direct support 
costs. Note-that a straight" 10% increase in both areas would have provided 
$3,000 in dirisipt support costs.. Thus, 'the J>5% a.11owance fails to provide 
"the normal amount of ^support funds; ^^42.9% al\1owance would be required to - 
dy this ($7,000 J( ^42.9% = $3,000). w ^ -j 



' The second concept' of non-faculty salary instnuCliljH^ cpifsiders 
both these direct support costs as well as the mrf j/cfwect costs Included 
^ in the remainder of the Education and General section cm the accountings . 
System* This second, more iticlusive concept is based onUhe premise that 
an increase. in students will cause an increase in costs for^the registrar's 
office,' the library and pther .functions budgeted outside bn^the instruct'iooal 
program. Costs in these areas, added to the "direct instructional support 
costs" will be called the " total instructional support costs ". 

Again, assume that an academic unit has a normal budget of $7a^00 in 
faculty '*sa1aries and $30,000 in "direct instructional support costs" and 
^ ^experiences a 10% enrollment increase. ^The other costs (heat, lights, 
.o*^ custodial, etc.) in the total/university budget pro-rated to this unit 

might wejl amount to as much as $. 80,000. The total operating instructional, 
cost would then be. $180, 000. An increase. in this figure corresponding to a 
10% ennoilment increase would provide an additional $18,000. 



S 



RteapituTation of alternative increases for the hypothetical instruct- 
unit:' * 

,^A) 10% increase in faculty salaries plus 25%_of that amount - 
- (10%) X ($70,000) = $7,000; $>*000 + (25%) X ,($7,00(3|- = $7.(^00 
^$1,750 =$M50 * I - 

. (B) 10% straight increase in faculty .salaHes and "direct instruct- 



ional support costs" -. (10%) X ($70,000l + $30,000) = $ 10,000 

V- y ' ^ ■ ^ 

■ • (C) 1.0% straight increase in faculty" sal a-ries a^d "totals i ristruct- 

"y' -({onal support, costs" }■ (10%) X ($70,000 +" ^0,000 + $80,000)= $ 18,dbo 
•^'l Note'CTPit this ^mosunt iS; $il iToOO-oK 157% more th^ny$7,000 increase " 
• •' . i ' faculfy salaries'". > ^ ■ • 

- . . \ ., .-V . ... . ' . ■ ■ 

Vcorres^nding to this hypotheticat^^^mple, ^ual , figures from finan- 
cial reM^ts of\t1SU and bthe^institutions are presented on the following 'pag^s.' 
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Table 1 presents historical costs for Montana State Urriversity 
oyer tiie^^st ten years at different stages of enrollment growth. 

Table 1 . . ' 

HistOFical "Direct Instructional Support Costs" at MSU 

• • • .. 

/ -J . ' 

1968-69 . 1971-7 2 1974-/5 1976-77^ 1977-78 

-, — . - 

< 

FY FTE Enrollment 7,526 8,373 8,585 9;320 9,613 - 

FacuLty Salaries ^ $4,392,794 $5,386,-439 $6»202,442 $7,830,911 $8,496,97^ 

* ' ' ^ f , • ^ ■ • * ' ■ 

Di rect ins true- . « * V ' , 

tional Support $1 ,836,88^ $2,487,727 $3,145^,254 ^$4,390,^04 $3,931 ,105' 

7 ; 



' $6,^2tT€77 $7,874,166 $9,347,696 $12,181,115 $12,428,083 

Direct Instructional .\ ^ t^" ^ 

Supports Costs as a J , ^ } ^ ' 

% of Faculty Salaries tK8% * ^6,2% ^ ^p.7% ' 55.6% ' 46,3%. 

Thus, Table 1- shows that diVect %strucYpnal support costs have varied ^. 
between 40% and^55% of^ faculty sal aries>-W enrollment level appears to be 
more efficient, in terms of these percentages, than any other. Some of the 
variation in these figures* may have resulted from accounting -changes, but 
on the average, direct instructional support costs have been about 48% of 
faculty salary costs, . 



Table 2 provides 'correspoliding figures for four other univ^l^sities. 
Variations in accounting procedures among, different states no doubt . " 

limit the reliability of these comparisons. Yet, they may still serve 
to show that MSU ratios are within normal limits*. 

* "Direct Instructional Support Costs" among ''Four 
Other Compari^bn- Universities (FY 1976-77) 

■ ;, " * , ^ ' \ 

Montana ^tate North Dakota ^South Dakota NevTWexico University. 

University State Univ - State Univ State Univ , of New Mexicc 
— ; TV ' — 

■ \ ■ 

Faculty s'alaries $ 7,.830,91l\ $ ;5,304,'372- ij^^ 5. 204, J 14* $ 7,992,225 $ 12,090,316 

"Direct Instruc- ' .\ 
tionai Support 

Costs $ 4,350,204 \ $ 4,749,870 v $ 2,\213,310 $4,214,079 $ 9,585,16"? 

. • ^ ^ \ - . -I ^ fx 

V $12,181. n5\^ .^10.054'.242 $ 7, 4^7. 424 $12'206.304' $^,675.Jl8E 

Direct Instructional , \ , \ 

Support Costs as a* • . - \ • v 

of Faculty Sal aries\ 56% * V 89% 43% X 53% 79% ^^ 




CAUTION: These comparisons are probabl^^ of limited accuracy because of ^accounting, 
differences; they shojuld be used only^for rough pointsl of inference. 

' ^' " \ ' 

♦estimated by assuming GTA salaries of |4^5,00d. 

The historical and conjparative i^ctual cost figures suggest that 
tlie "direct instructional ^pport co^ts^ alone may reasonably bJ assumed 
.to equal about 50% of the amount /pai^ in faculty salaries 
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TOTAL INSTRUCTIONAL SUPPORT COSTS 

"Total M'nstructional support costs" include costs of the library, the 
registrar's office, .-.las well as the "direct instructional jsupport costs" 
listed previ0usjy, Tablfe -3 presents historical "total instructional * 
support cQSts" for MSU. 



^ ' Table 3 

V 

. Historical "Total Instructional Support Costs" at MSU 



1968-69 1971-72 1974-75 >1 976-77 • 1977-78 

BY PTE Enrollment 7^52&' . 8,373 8,585 9,320 9,613 

Faculty Salaries $4,392,794 $5,386,439 $6,202,442 $7^830,911' $8,496,978 
"Total Instruction 

Support Costs"* -$4,902,893 $6,582,967 $7,797,978 $10,271 ,2(^ ^ $11 ,058,814 

Total Instructional - . - 

Support Costs as a ^ . • 

of FacuUy Salaries 112% 122% 126% ^ 131% 130% 

*See appendix for a list of items included I < 

■■ \ ^ ■ ■ 




. The "total Instructional support costs" at MSU averaged about 125% 
percent of faculty salaries for the past years^considered. Thus, faculty 
salary costs represent slightly more than 44% of the costs of instruction'. 



The remaonir>g 56% VT^xf^etided on financial aid, heat and lights, building 
; and ground maintenance ^nd\epair", ciihipus safety, the library, university 
administration, depjarW salaries, department Secretarial salaries, 

office supplies andNpiher sfmTTar> expenses. • ' ^ ' , 

^ This concept of instri/ctional support costs and the histortca>^ data ^ / 
presented suggest that/ for fevery faculty salary dojW- provided for 
. increased enrbJJment, nearly ]k additional doflars should be provided for ^ \^ 
the remainincf insVuctiona ncosts. ^ , 



^ Comparati^ data for other institutions relative to this concept are 
riott presented because of differences in accounting methods (particularly 
design^ed fund accounts) and the- time anpl skill required^to reconcile . 
those differences. 
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AVERAGE VSi. MARGINAL COSTS 



Printing costs are 3 ready- example of th6 difference between these^ 
two types of costs: . The fi)(st thousand copies of ^ item maty cost $10, 
wMle the second thousand^^co^ts* only $8, and only $6 for eadh succeedincf 
thpusand copies. The average cost for two thpusand copieswould be $9. 
per thousanti while tKie jfiarginal or incremental cost would /be only $8 for 
tike ; s^econd-.^ljpusand. 

V, '\ , * 

K the *same-*concept val^d/for instructional costs in unil/ersities? 
If the enrollTitent at a university increafses 1p%,- do all instructional 
costs increase 10/B? Are'^add^tional^funds, equal to. the increased enroll 
ment times^th^ ave rage cost p^r student, required? Or^ are. only lesser 




marginal .c^sts\lry:urred by the prejience of tt^ extra students because.^ 
-the 'ifbrary, the- compiker center, etc., already^exist? 



use on 



A recen/jstudy of classroom 
average cost, level s\shou1d be used, ^ 

* ^ . Tabte 4 




the MSU fcampus suggests that 




FY 1975-76' Compared to- FY 1977-78 
Scheduled Classroom ||jse 

1/r 



FTE Earollmer^t 



Fall Quarter 
. ' Schedul ed Hoiirs' of- 
Cl'as?lroom Use 



1975-76 
8,965 

4,527 



1977-78 




5,087 



% Change 
+7.2%- 

+12,4% 



lAthe scheduled classroom use increase'd at a slower rate than FTE 
enroTlftient,^ one could assume that' excess room capacity was simply being 
filled, ^that economies of scale were being rfealizeti and that the marginal 
costs for addiyional students was, al in the printing example^ less than 
the -average ^ CO St. 

' v-^ ■ ■ ■ ' > ' 

; However, Tal?1e 4 shows classroom^use rising faster than erjronment; 
suggesting that heat, lights and roo|n wtintenance' costs for additional ^ 
students are higher than the average costs, /Th'e explanation fbr this is 
probably the degree tff utilisation or/eff ipency existing before the 




Increase.' If classes weY^ generally near capacity, additionaKsections 
/may have t^ej^ r^uired with* corresponding higher room related costs. . 

' . Thus» while cet'tain costs, (e.g., library) are relatively fixe^, 
• resulting in l^ter '^raarginal costs; others can be greater for additional 
students resulting in higher marginal • costs'. * , ' 

- - •■ . ■ .• .. ■ • .■ ■ . - ' F •' 

^The mist effitient'iini versity pper^ing size has been suggested at 
'between 8J)00-and 15,.0Q0 students., On'either side of this range, per 
students, costs tend to Vise through either low utilization rates or 
^through higher costs pf more complex .administration.^ M5U is currently ^ 
operating within the yhpre efficient, t^ange with heavy util iza^ti on of ^ 
classrooms and other resources." ^ditional students probably vcannot be 
atconinodate2|^at an^less 'cost than exist for^ the- aver^age^. stud^t. 

in short, costs of providing instruction 
per unit, as do printing' costs 



decline 
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CONCLUSION. / • 

• The need for supplying^ more faculty salaries to meet increased enrollment 
has been recognized. To proyide only 25% of that amount for additional support 
costs is conspicuously inadequate relative to either of two cor/cepts of support 
costs. 



A review pf tckal instructional suoport costs shows that these costs are 
approximately equal to 125% o J the f ajcu 1 ty- s?1 ary costs. Economies' of- seal 
and marginal cost tonsiderations appear to be instgnif i'cftnt at MSU'$ current 
operating level. While student fee/ will partially offset\ increased costs, 

r large majority -of support cost^ reijfpin to be funded from other sources, | 

J Although some errors of comparison cai/sed by fftcounting changes prp^abJy 
exist in this report and al^pugh other means of allocating indirect^upport 
costis copld. have been used,' these differences, are in- all probability relativgr 
ly in^nificant. The conclusions of this report would not be ch^ed._ 

\ . /\ ' ^ ^ / • 

Support costs which are not at 1 east ^ equal to^the added faculty salaries 
cannot support MS^. instruction at .lis current level of operation. At ^ 
lower level' of support, increased enrollment >/ould app^av detrimental to . ^ 
institutional . qual ity and to Montana State University students. 

/ . 
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APPENDIX - SOURCES OF » DATA . 



Table '1 : Al] dollar amounts are actual expenditures as reported in Ifhe 
annual MSU' financial rreRprts'. Direct ^instructional support cost^ .are ' . 

. nearly equal tp the ^tota,l instructional expenditures less faculty saVaries. A 
^ A small amount of funds not related to degree creclit instriKtion (such as 
continuing education^ cos t^) are subtracted, when they appear' in this program. 
Greater adjustments were required to make' older financial reports comparable * ^ 
to the current accounting systems. Facultj^ salary expendi tun?s-vere . 
^o.btained from detailed records of the MSU Controller. . 

' ■ ^ ./ . 

The following (1976-77 data) are Yisted as a sample of how- the data 
in this report may be tied to MSU -financial reports. 

* Faculty Salaries ' $ ,7JEr30,911 (from detailed MSU 

^ - . « - , records) 

^ Direct Instructional Support Costs * 4,350,204 X , 

' .: • ■ ' " i ^ ^ 

' ^ , ' . $ 12,181,115 ■ ^ ' 

Adfl Continuing Education Costv ^ 130,866 



, • ' « ' 1$ 12,311,981V Jijs on page'24 af 

the MSU Annual Financial Report, year .endfed June 30, 1977.'^ 

Table 2 : The corresponding di reef instructional support costs for FY 1975-77 
for other campuses were. derived as foJlows: 



North D akota State University : " • <b 
: * ■ ^- <j*- • ^ , 

Jotal Ijistructix)n and Department Research , , 

Expenditures (State Unrestricted Funds) 9,479,193 



Total Instructioji and Department Researcti ] ^"^ , 

.■ Expenditures (L^cal Unrestricted Funds) ^ - 575,049 

■ > . — 

■ ' ^ $-10,054,242 

Source: Page 13 of the NDSU Financial Report for the year ended 
June/ 30, 1977 , . ' ' ^ , • 

Faculty Salaries - $ ■5,304,>372 : • . ) 

Source; Letter dated December 29, 1978 from H. D. ^Stockman, NQSU 
Vice-President for Business and Finance. 

South DakotaT State Universi ty r^ i - ' - 

. Total Instructional Cost- ' ' , '$-7,417^424 

"^Source: Page 7j)f the 1977 Financial Rep^t 

of South Dakota State -University ■ 

Faculty Salary Cost \ ^ . r ^ 5,699,114.13 

• -less GTA salary included ' -\ 495 .000.00 (gs1j. ) 

: -T^ - ' 

e: \tet^r da 



$ 5,204 ,114.13 

Source: \Let^r dated Octob/r 4, 1978"frora W.A. Biigg, Di^ccto"- of 
Fina><;e, SDSU ^ . ^ ^ 
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» New Mexico State Uniyersi-ty : 

: ■ p 



Toiavtnsinjction Expenditure .- uWesfrjcted Funds .$ 12*420,742' 
s'. ^ ^less.C(Wit^"nu>ng^ Education j - ', 2-14,438 ■ 



. , - ' -■:•■*■.-• ' ' $, 12,20^,304 

\.' ' Soyrce: Exhibit '10,'-pa*§e 2 of the -WISlu 1978-79 Operating -Budget. 

'.. V \y ' >^ ' ''-s ' • " ■ v-'- ^' ".• 
. . Faculty Salaried < $\ .7,9^2,225' - - , 

V isoiirce: Letter from .Richard Wells , B(/dget» Director, NMSU . 

' Iftii^ersity of New MexicoV " w * ' - .\ . . - 

Total Instructional ^^txpenditures ^ ,$ 2I,675;4f85 



Source: ^ Page 14 of the University o# TJew Mexico Financ 
. . for the year ending June 30, 1977 



iaT^^^epm^t 



Facttlty Salaries - $ 12,090,316 



Source: Letter from James Beard, Assi stand Orrector of Institutional 
Research!, UNM S 



Table 3* : This table includes both direct and other support costs to obtain 

a total instructional support cost. Therfol lowing., table provides a detailed 

description of the FY 76-77 MSU Annual Financial' Report (j^ta. used in prep3r- 
ing the FY 76-77 entry in Table 3. 



(see next page) 
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- FY" is- 77 'Unrestricted Current Fund Expenditures' 
as shown in tHe FY 76-77 MSU- Annual- Financial Report. 



-Enrollment Related Costs Within , Enjellment Related 

v^s^ / the Total MSU Costs ^ / Cos'ts . , ' 

. ■•' (✓- Enrol lme>it' Related) ' ■ - (Sum &f v^figures) 



Faculty Salaries V ,$ 7-,830,911 ^ ' . *** \ , 

' ' Dir/ct Instr. Support : 4,350, 204sf^ , - ^ ■ 

Continuing Education (•p2 4) 130.866 • \ . 

Total Instruction (p24,) $ l^,3ir,981 $ 12,181.115 

' "^.^ ■ • ' 

Total Organized Research $ 399.882 - 0 - ^' 

Total Pu|)lic -Service • $ 28.700 - 0. - 

Library $ 999,330 v/^ •,. \ 

Museum of the Rockies - 64.193 . . ^- - 

Ctr for Nat Amer Studies 67.138 

Academic Deans & Directors 651 . 764^^ 

VP Academic Affairs Office 105,192^,^ 

VP Research Office 32.465 , ^ ^■ 

VP Extension Office ,'31 

Grants add Contracts $ 748.329 

Total Academic Suprt(p2,&) $ 2.668.442 - $ 1 .823*424 

(Athletics. Placement Office.... ■ " 

Financial Aid, Registrar) , 

Total Student Services $ 1 ,514.399^/ '$ 1.514.-399 



V 



(President' s Office. . .Business 
Office. . .Security.'. .Telephone) 

Total Institutional Support 
(see Note 1 ) 

Physical Plant (see Noted ) ' $ 1.912.884 $ 1 .453.792(1 ) 

Scholarships and Fellowships . ' $ 482.n84 



$ ^486.034 $ 1 .129.386'(jU 



TpTAU.£8trCATI0NAL & GENERAL $ 20.804.507 

TOTAL EDUCATIONAL & GENERAL ENROLLMENT RELATED CfOSTS • $18,102,116 

Note: This shows that about 90% of the Education and General Fund portion of 

the current Unrestricted Fund Expenditure is related to enrollment levels. 
■ • 

O Total Instructional Support Costs = $ 18.102.116 - Faculty Salaries = ' $ 10.271.205 
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Note 1": Derivation of Allocation Factors 



I.pstitutfbRa^ ^Support and PhysicarPlarit 'ci^sts support hot|f instruction 
and research as well as a small amount -of public service/ DetiSiled analyses 
of the actual benefits {e.g. which rooms on ^ampus wer;e usedj^^ror whi^h • ^ 
program at which time) would be both very difficult and tirfte consuming'. * 
A quick and .hopeful ly reasonable appro,ach is jto allocatfe these* amounts to 
the instruction* research a>id public service {Programs based on the relative 
size of each of these three program's i)udget (and hence level of activity). 
For this purpose, both unrestricted and restricted funds are considered to 
take into account the large amount of research activity supported by 're- 
stricted funds. / " * ^ 

Program 



Instruction * ' 
Academic Support 
Student Services^ 
J^esearch 
Public Service 



Unrestricted 
Expenditures 

$ 12,31 l9%y 
2,668V2 
1 ,514,399 
399,882 
28,700 



^ Restricted 



Expenditures 


Total 


% 


$ > 876,437 $^3,188,418 


57% 


51,329 


2,719,771 


.12% 


73,732 


1 ,588,131 


7% 


4,753,381 


, 5,153,263 


22% 


415,733 


444,433 


2% 


<h — ■ 


$ 23,094,016 


100% 



Source: 76-77 MSU Annual Financial Report 

Thus/ the indirect costs of institution^i^support and physical plant were 
allocated on tj^e basis of 2% charged to public service, 22% charged to research 
and the remainder (76%), composed of instruction and. directly related programs, 
charged to "enrollment related costs". 

)Tab1e 4: This table was taken from an earlier report based on a computer 
printout of scheduled classroom hours provided by the Registrar, 
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